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In 1822 Lord Liverpool's Government made proposals to
the Bank of England for the curtailment of its privileges in this
respect, and the Bank agreed that, in consideration of the pro-
longation of its Charter (which was due to expire in 1833) for
ten years, joint-stock banks should be allowed to be established
at any place not within sixty-five miles of London. On that
occasion the proposal fell through, because Parliament was
not prepared to agree to the prolongation of the Charter.

In 1826, the case for reform having been strengthened by the
crisis of 1825, the Bank agreed to this proposal without any
stipulation as to the prolongation of its Charter, and the requisite
Act was passed accordingly.

The Act of 1826 was in the nature of a compromise. The
Bank saved the monopoly of joint-stock banking in the London
district at the cost of surrendering it in the rest of the country.
But in the meantime a flank attack was being made upon the
Bank's position in the London district also.

The monopoly had been so defined by an Act of 1708 (con-
tinued by subsequent Acts of 1716 and 1742) as to forbid any
association of more than six partners cto borrow, owe or take
up any sum or sums of money on their bills or notes, payable
at demand or at any less time than six months from the borrow-
ing thereof. When that definition was drafted, it was taken for
granted that the obligations of a bank (or at any rate some of
them) must be embodied in negotiable instruments such as
bank-notes. The possibility of banks of deposit with no note
issue at all was disregarded.

But by the opening years of the nineteenth century the
London private banks had long been carrying on business
precisely on that basis. In 1822 Thomas Joplin argued that
there was nothing to prevent joint-stock banks from doing the
same, and, when the time came in 1833 for reviewing the
Bank's Charter, the Law Officers of the Crown took the same
view. A section was included in the Bank Charter Act of that
year to remove doubts, and it expressly recognized that even
in London joint-stock banks which did not issue notes would
not infringe the Bank's privilege.